§§1943.36-1943.37

forms can readily be completed and
submitted. In the latter case, a memo-
randum will be attached to the revised
forms and sent to the State Office.

[53 FR 35692, Sept. 15, 1988, as amended at 54
FR 39727, Sept. 28, 1989; 56 FR 67481, Dec. 31,
1991; 59 FR 54788, 54789, Nov. 2, 1994]

881943.36-1943.37 [Reserved]

§1943.38 Loan closing actions.

When a loan closing date has been
agreed upon, the County Supervisor
will notify the borrower and the seller,
if any, of the loan closing date. The fol-
lowing appropriate actions will be
taken in connection with, and after,
loan closing.

(a) Real estate mortgage loans. When a
loan is to be secured by a real estate
mortgage, it will be closed in accord-
ance with the applicable provisions of
subpart B of part 1927 of this chapter
except as modified for loans of $10,000
or less in §1943.19 (a)(6).

(b) Loans involving chattel or other
nonreal estate security. All chattel secu-
rity instruments will be signed and
filed as prescribed in subpart B of part
1941 of this chapter for operating loans.
The following forms will be used for
chattel security:

(1) Form FmHA or its successor agen-
cy under Public Law 103-354 440-15,
“Security Agreement (Insured Loans
to Individuals).”

(2) Form FmHA or its successor agen-
cy under Public Law 103-354 440-25,
“Financing Statement” or, when au-
thorized, Form FmHA or its successor
agency under Public Law 103-354 440-
A25, “Financing Statement.”

(3) State forms may be used if na-
tional forms are not legally acceptable.
Such forms will require OGC and Na-
tional Office clearance.

(c) Applicant’s financial condition. The
County Supervisor will review with the
applicant the financial statement
which was prepared at the time the
docket was developed. If there have
been significant changes in the appli-
cant’s financial condition, the finan-
cial statement will be revised and ini-
tialed by the applicant and the County
Supervisor. When an applicant’s finan-
cial condition has changed to the ex-
tent that it appears that the loan
would be unsound or improper, the loan

7 CFR Ch. XVIII (1-1-06 Edition)

will not be closed. If a revised loan
docket is needed to meet loan
requirments or determine loan sound-
ness, it will be developed and sub-
mitted to the appropriate loan ap-
proval official.

(d) Loan approval conditions. The
County Supervisor will inform the ap-
plicant of any loan approval conditions
that need to be met. These conditions
will usually be included in the notice
informing the applicant of the loan
closing date. The loan will not be
closed if the applicant is unable to
meet loan approval conditions.

(e) Change in the use of funds planned
for refinancing. (1) County Supervisors
are authorized to:

(i) Transfer funds planned to be used
for refinancing specific debts to other
debts when there is a need to do so, and

(i) Transfer funds planned to be used
for other purposes to pay small defi-
ciencies in estimates for refinancing
debts, providing there are sufficient re-
maining funds to complete any land
purchase and planned development.

(2) A revised docket will be developed
when:

(i) The total amount of debts to be
refinanced has increased in such an
amount that planned loan purposes
cannot be carried out, and

(ii) The applicant is unable to make
up any deficiencies from other re-
sources.

(f) Assignment of income from real es-
tate to be mortgaged. Income to be re-
ceived by the borrower from royalties,
leases, or other existing agreements
under which the value of the real es-
tate security will be reduced will be as-
signed and disposed of in accordance
with subpart A of part 1965 of this
chapter, including provisions for writ-
ten consent of any prior lienholder.
When the County Supervisor deems it
advisable, assignments also may be
taken on all or a portion of income to
be derived from nondepleting sources
such as income from bonus payments
or annual delay rentals. Such income
will be assigned and disposed of in ac-
cordance with subpart A of part 1965 of
this chapter.

(1) For assignment of income, Form
FmHA or its successor agency under
Public Law 103-354 443-16, ‘‘Assignment
of Income from Real Estate Security,”’
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will be used, except if it is legally inad-
equate in a State it may be adapted to
that State with the approval of the
OGC or an authorized State Form may
be used instead.

(2) The County Supervisor, upon the
advice of the designated attorney, es-
crow agent, title insurance company,
or the OGC, as appropriate, may re-
quire acknowledgment and recordation
of the assignment. Any cost incident
thereto will be paid by the borrower.

(3) At the time Form FmHA or its
successor agency under Public Law 103-
354 443-16 is executed, appropriate nota-
tions will be made on Form FmHA or
its successor agency under Public Law
103-354 1905-1, ‘*‘Management System
Card—Individual,” to insure that the
proceeds, or the specified portions of
the proceeds assigned to FmHA or its
successor agency under Public Law 103-
354 from the transactions, are remitted
at the proper time.

(g) Preparation of the note. Form
FmHA or its successor agency under
Public Law 103-354 1940-17, ‘“‘Promis-
sory Note,”” will be used and completed
in accordance with the FMI.

(1) Separate notes will be prepared
for any other FmHA or its successor
agency under Public Law 103-354 loan
made simultaneously with the FO loan.
The notes will be completed as pro-
vided in the appropriate loan regula-
tion and FMI.

(2) All FmHA or its successor agency
under Public Law 103-354 notes to be
secured by real estate can be described
in the same mortgage.

(3) The promissory note will be
signed as follows:

(i) Individuals. Only the applicant(s)
will sign the note as a borrower. If the
co-signer is needed (see §1910.3(e) of
subpart A of part 1910 of this chapter),
the co-signer will also sign the note.
Any other signatures needed to assure
the required security will be obtained
as provided in State supplements. Per-
sons who are minors or mental
incompetents will not execute a prom-
issory note. Except when a person has
pledged only property as security for a
loan, the purpose and effect of signing
a promissory note or other evidence of
indebtedness for a loan made or insured
by FmHA or its successor agency under
Public Law 103-354 is to incur indi-
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vidual personal liability regardless of
any State law to the contrary.

(ii) Entities. The promissory note(s)
will be executed so as to evidence li-
ability of the entity as well as indi-
vidual liability of all member(s) or
stockholder(s) in the entity.

(h) Supplementary payment agreement.
Form FmHA or its successor agency
under Public Law 103-354 440-9, ‘‘Sup-
plementary Payment Agreement,”’
should be used for each applicant who
regularly (such as weekly, monthly, or
quarterly) receives substantial income
from an off-farm source, a nonfarm en-
terprise, or from farming.

(i) Obtaining insurance. The applicant
will be informed of the insurance re-
quirements set forth in §1943.24(d) of
this subpart.

(J) Effective time of loan closing. An FO
loan is considered closed when the
mortgage is filed for record.

(k) Distribution of documents after loan
closing. The County Supervisor should
review the forms and closing actions.
Corrective action should be taken when
necessary.

(1) Real estate mortgage.

(i) When the original recorded instru-
ment is returned to County Office:

(A) File the original in the County
Office file, and

(B) Give a copy to the borrower.

(ii) When the original is retained by
recorder:

(A) File a conformed copy in County
Office file, and

(B) Give a conformed copy to the bor-
rower.

(iii) The County Supervisor will pro-
vide copies that may be needed in some
cases for interested third parties.

(2) Deeds.

(i) Give the original to borrower, and

(ii) Retain one copy to file.

(3) Title insurance policies.

(i) File the mortgage title policy in
the County Office file, and

(ii) Give the Owner’s title policy, if
one is obtained, to the borrower.

(4) Water stock certificates or simi-
lar collateral will be retained in the
County Office file.

(5) Abstracts of title.

(i) Return to the borrower, except
that when they were obtained from a
third party with understanding they
will be returned, the abstracts will be
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sent to the third party. A memo-
randum receipt will be obtained when
abstracts are delivered to the third
party.

(if) Form FmHA or its successor
agency under Public Law 103-354 140-4,
“Transmittal of Documents’” will be
used and a receipted copy kept in the
County Office. The FMI should be fol-
lowed for preparing this form.

[53 FR 35692, Sept. 15, 1988, as amended at 56
FR 67481, Dec. 31, 1991; 57 FR 18678, Apr. 30,
1992; 58 FR 48288, Sept. 15, 1993; 59 FR 25801,
May 18, 1994; 68 FR 7698, Feb. 18, 2003]

§§1943.39-1943.41 [Reserved]

§1943.42 Servicing.

FO loans will be serviced in accord-
ance with subpart A of part 1965 of this
chapter and/or subpart S of part 1951 of
this chapter. Chattel security for FO
loans will be serviced in accordance
with subpart A of part 1962 of this
chapter and/or subpart S of part 1951 of
this chapter.

§1943.43 Subsequent FO loans.

A subsequent FO loan is a loan made
to a borrower who is currently in debt
for an FO loan.

(a) A subsequent loan may be made
for the same purpose and under the
same conditions as an initial loan.

(b) The subsequent loan will be proc-
essed in the same manner as an initial
loan.

(c) A new real estate mortgage will
not be necessary provided:

(1) All the land which will serve as
security for the loan is described on
the present real estate mortgage and

(2) The real estate mortgage has a fu-
ture advance clause and a State supple-
ment provides authority for using such
a clause and

(3) The required lien priority is ob-
tained with the existing mortgage and
future advance clause.

§1943.44 Subordinations.

Subordinations in favor of other
lenders will be processed in accordance
with subpart A of part 1965 of this
chapter.
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881943.45-1943.49 [Reserved]

§1943.50 State supplements.

State supplements will be issued as
necessary to implement this subpart.

EXHIBIT A TO SUBPART A OF PART 1943—
FARMERS HOME ADMINISTRATION OR
ITS SUCCESSOR AGENCY UNDER PuUB-
LIC LAW 103-354 LOANS TO
ENTRYMEN ON UNPATENTED PUBLIC
LANDS

I. GENERAL: This exhibit provides addi-
tional policies and procedures applicable to
(1) insured Farmers Home Administration
(FmHA\) or its successor agency under Public
Law 103-354 loans to homestead and desert-
land entrymen which are to be secured by
real estate, and (2) taking of real estate
mortgages on entries to secure Farm Owner-
ship, Soil and Water, Individual Recreation,
Operating, Emergency, Single Family Hous-
ing, and Farm Labor Housing loans in con-
nection with loan making and servicing.

A. Authority. The authorizations contained
in this exhibit clarify security and servicing
for loans to entrymen and are based on Pub-
lic Law 361. Attachment 1 is a Memorandum
of Understanding between the Department of
the Interior and the Department of Agri-
culture and outlines the general procedures
to be followed when loans are made to
entrymen. Reference to Guaranteed Loans in
the Memorandum of Understanding is not
applicable.

B. Cooperation Between the Department of
Agriculture and the Department of the Interior.
The extension of financial assistance and
taking of real estate mortgages authorized
in paragraph I A will be facilitated through
the cooperation of the FmHA or its successor
agency under Public Law 103-354, the Bureau
of Land Management (BLM), and the Bureau
of Reclamation (BR), as provided in the
Memorandum of Understanding.

C. Special Policies Applicable to Dwellings,
Land Improvement and Ownership. An FmHA
or its successor agency under Public Law
103-354 loan will not be made to an applicant
who lacks the capital or who cannot obtain
credit to provide (1) any required habitable
dwellings within the statutory period speci-
fied in pargraph I D for the establishment of
residence, and (2) land development suffi-
cient for success but in no case less than
that necessary to meet the entry require-
ments. The Notice of Allowance of Entry is
adequate to meet the ownership requirement
until the patent is issued.

D. Patent Requirements. All entrymen will
be expected to keep in contact with appro-
priate officials of the BLM, and BR and com-
ply with pertinent laws and regulations of
these Agencies relating to the issuance of
patents for homestead or desertland entries.
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